
RATING RATIONALE
27 May 2021

Mahindra & Mahindra Financial Services Limited

Brickwork Ratings reaffirms the ratings of Mahindra & Mahindra Financial Services
Limited at BWR AAA/Stable

Particulars:

Instruments **

Amount (Rs. Crs.)

Tenure

Rating*

Previous Present Previous
(Jun, 2020) Present

Non-Convertible Debentures
(Subordinated Debt) 2500 2200#

Long
Term

BWR
AAA/Stable

BWR AAA/Stable
(Reaffirmed)

Total 2500 2200 Rs. Two Thousand Two Hundred Crs. Only
*Please refer to BWR website www.brickworkratings.com/ for the definition of the ratings
** Details of outstanding NCDs are provided in Annexure-I
# NCDs of Rs 300 Crs have been redeemed; hence, the rating amount is reduced accordingly. Details are given in
Annexure-II.

RATING ACTION / OUTLOOK
Brickwork Ratings (BWR) has reaffirmed the rating of the subordinated debt of Mahindra &
Mahindra Financial Services Limited (MMFSL or the company). The rating has factored in, inter
alia, the strength and support of MMFSL’s parent Mahindra & Mahindra (M&M) Limited to the
company given its strategic importance to M&M, the experienced board and management of
MMFSL, comfortable capital adequacy, diversified resource profile and sizable loan portfolio.
The rating is, however, constrained by asset quality issues due to the cyclical nature of the
sectors catered to by MMFSL and pressure on the company’s overall earning profile. However,
BWR derives comfort from the elevated provisioning done in FY21 to absorb potential stress on
the asset quality and the equity infusion of Rs 3,089 Crs through a rights issue in Q2FY21 to
further strengthen the capital structure.

KEY COVENANTS OF THE INSTRUMENT/FACILITY RATED: NA

KEY RATING DRIVERS

Credit  Strengths:
● Strategic importance of MMFSL to M&M: Mahindra and Mahindra Limited, India's

largest tractor and utility vehicle manufacturer, holds a 52.16% stake in MMFSL, and the
latter is of strategic importance to M&M. As on 31 March 2021, 45% of the AUM
(Assets under Management) consisted of M&M vehicle financing. It also benefits from
the operational and financial support from M&M. This, along with the shared brand name
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with the parent, helps MMFSL in resource raising and better managing economic down
cycles.

● Experienced board and management: The board of MMFSL consists of nine directors,
vested with the charge of the general supervision, direction and management of the
company’s operations, and five of these are independent directors. Managing Director,
Mahindra & Mahindra Ltd., Mr. Anish Shah was appointed as the company’s chairman
with effect from 2nd April 2021. Having joined the Mahindra Group in 2014 as Group
President (Strategy), he was appointed Deputy Managing Director and Group CFO in
2019. Mr. Ramesh Iyer, the vice chairman and managing director has been spearheading
the company’s growth over the past 25 years. With effect from 14th September 2020, Mr.
Vivek Karve was appointed as the CFO, replacing Mr. V. Ravi, who retired on 24th July
2020, upon completion of tenure as CFO and executive director. He has more than 25
years of experience in Finance, Banking, and IT across organizations. Further, Mr. Amit
Raje has been appointed as the Whole-time Director and Chief Operating Officer Digital
Finance – Digital Business Unit, with effect from 1st April 2021. He has over 20 years of
experience in Corporate Finance – M&A, Private Equity and Financial Services. MMFSL
has a strong team of experienced professionals managing credit, risk, marketing, audit
and other support functions.

● Comfortable capital position: The company raised ~Rs 3,089 Crs in Q2FY21, post
which the promoter Mahindra and Mahindra’s stake has increased from 51.19% to
52.16%. MMFSL is well-capitalised, with a total CRAR of 26.0% as of 31 March 2021,
which is above the RBI's minimum stipulated requirement of 15%. The debt to equity
ratio improved from 5.23 times as on 31 March 2020 to 3.98 times as on 31 March 2021.

● Diversified funding profile: As on 31 March 2021, MMFSL had a diversified lender
profile with 51% of borrowings from banks /developmental institutions, 16% from
insurance companies and pension funds, 9% from FIIs and corporates, 8% from mutual
funds and the remaining 16% from fixed deposits and other sources. MMFSL’s
borrowing mix is stable, with a mix of 25% from bank loans, 25% through NCDs, 16%
through FDs, 18% from securitisation/assignments and 7% from offshore borrowings. In
the past two years, the company has increased its reliance on FDs (from 11% in FY19 to
16% in FY21) and securitisation (from 8% in FY19 to 18% in FY21). The company has
been able to raise funds through the securitisation route, given the priority sector benefit
associated with a large section of its portfolio.

● Sizeable loan portfolio:
MMFSL is primarily engaged in the business of the financing purchase of new and
pre-owned auto and utility vehicles, tractors, cars, commercial vehicles, construction
equipment and SME financing, to customers predominantly in the rural and semi-urban
areas. At a standalone level, MMFSL’s loan portfolio de-grew by ~8% YoY, from Rs
64,993 Crs as on 31 March 2020, to Rs 59,947 Crs as on 31 March 2021. During FY21,
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the total disbursements (amount financed) declined by 41% YoY, to Rs 19,001 Crs as
against Rs 32,381 Crs during FY20. As on 31 March 2021, the portfolio was
well-diversified, with exposure to various asset classes such as auto/utility vehicles
(30%), cars (22%), tractors (17%), commercial vehicles (16%), pre-owned vehicles (9%),
and SME and others (6%). Geographically, the company’s portfolio is well-diversified,
with 27% concentrated in Eastern states, 29% in Northern states, 19% in Southern states,
and the balance 25% in West and Central regions. As part of portfolio diversification, the
company shall nurture new businesses in the domain of digital finance and leasing, by
leveraging the existing customer base through direct marketing initiatives.
MMFSL holds a 98.43% stake in Mahindra Rural Housing Finance Ltd. (MRHFL),
which is in the business of providing loans for home construction, extension, purchase
and improvement to customers in rural and semi-urban India. The loan portfolio of
MRHFL stood at Rs 7,128 Crs as on 31 March 2021.

Credit Risks:
● Average asset quality:

The standalone Gross Non-Performing Assets (GNPA) stood at 8.96% as on 31 March
2021, against 8.44% as on 31 March 2020. In absolute terms, GNPAs have remained
stable at Rs 5,786 Crs as on 31 March 2021 as against Rs 5,747 Crs as on 31 March 2020.
The increase in the standalone GNPA percentage is on account of degrowth in the overall
business assets, from Rs 68,089 Crs as on 31 March 2020 to Rs 64,608 Crs as on 31
March 2021. The company expects to maintain its NNPA under 4% p.a. going forward.
The company has made a Stage-3 provisioning of Rs 3,352 Crs in FY21, substantially
higher than Rs 1,780 Crs made in FY20. Consequently, the net NPA ratio improved to
3.97% as on 31 March 2021, vis-a-vis 5.98% as on 31 March 2020. The company has
maintained an aggressive stance on provisioning, given the uncertainties propelled by the
pandemic. In FY21, MMFSL made total provisions of Rs 4,654 Crs, including Covid-19
provisions and Rs 1,320 Crs as an additional overlay. The Stage-3 provision coverage
ratio improved to 57.9% as on 31 March 2021, against 31% as on 31 March 2020. The
overall provisioning increased from 4.53% in FY20 to 7.20% in FY21.

Since MMFSL primarily operates in the rural and semi-urban areas, which have been
worst hit by the second wave of the pandemic since April 2021, BWR expects the asset
quality to be under stress up to H1FY22. Amid the second wave of Covid-19, several
regions of the country have been under lockdown-like restrictions. Consequently, credit
costs shall remain elevated, on account of the likely delinquencies, and the company’s
assertive approach to provisioning. The impact of the economic slowdown on the
borrower segments of MMFSL and asset quality performance post the moratorium period
will be key monitorables.
Furthermore, MRHFL reported a GNPA and NNPA of 13.16% and 9.87%, as on 31
March 2021, as against 15.13% and 10.75%, respectively, as on 31 March  2020.
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● Pressure on overall earning profile: The overall earning profile has seen pressure
largely due to the rise in credit costs in FY21, primarily on account of additional
provisions built during the year as Covid overlay as well as to reach a net NPA level of
below 4% p.a. During FY21, the company reported a standalone PAT of Rs 335 Crs on
the total income of Rs 10,517 Crs, as against a PAT of Rs 906 Crs on the total income of
Rs 10,245 Crs in FY20. The PAT declined 63% YoY, primarily on account of credit costs
of Rs 3,735 Crs in FY21, vis-a-vis Rs 2,054 Crs in FY20. The return on assets on a
standalone basis declined to 0.4% in FY21 as against 1.3% in FY20 and 2.6% in FY19.

On a consolidated level, the company reported a PAT of 780 Crs on the total income of
Rs 12,170 Crs in FY21, as against a PAT of Rs 1,086 Crs on the total income of Rs
11,997 Crs in FY20. This decline in the PAT is primarily on account of provisions and
write-offs of Rs 1,564 Crs and Rs 2,171 Crs, respectively. The exceptional income of Rs
229 Crs in FY21 on a consolidated basis pertains to the sale of shares held by MMFSL in
the AMC business to Manulife.

ANALYTICAL APPROACH AND APPLICABLE RATING CRITERIA
To arrive at its ratings, BWR applied its rating methodology as detailed in the Rating Criteria
below (hyperlinks provided at the end of this rationale). MMFSL is evaluated on a consolidated
basis; also, the ownership and support of M&M, along with the strategic importance of MMFSL
for M&M Ltd has been taken note of.

RATING SENSITIVITIES

Negative: A substantial deterioration in asset quality from the current level and any major impact
on the performance of MML on MMFSL (due to about 45% of MMFSL’s portfolio comprising
M&M vehicles)  during FY22 will be rating negative.

Coronavirus disease (Covid-19), declared a pandemic by the World Health Organization
(WHO), has become a full-blown crisis globally, including in India. BWR is actively engaging
with its clients on a continuous basis and taking updates on the impact on its operations and
liquidity situation. BWR will take appropriate rating actions as and when it deems necessary, and
publish the same. Amid the second wave of Covid-19 rampant in the country, BWR shall
continue to monitor its implications on the company’s operations, asset quality and profitability.

LIQUIDITY INDICATORS: ADEQUATE
As an internal policy, the company maintains sufficient liquidity to meet the debt obligations of
the next 3 months, assuming zero cash inflows from the portfolio. As on 31 March 2021, the
company had adequate liquidity consisting of cash/bank and liquid investments of ~ Rs 11,000
Crs and undrawn sanctions of ~ Rs 3,000 Crs, as against debt repayment obligations of Rs 8,968
Crs between April 2021 to September 2021. Post 31 March 2021, the company prepaid high
cost-bearing loans of ~Rs 1,900 Crs using the excess liquidity. The ALM statement as on 31
March 2021 shows no negative cumulative mismatches across buckets till 5 years.
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COMPANY PROFILE
Mahindra & Mahindra Financial Services Limited (MMFSL) is an RBI-registered systemically
important deposit-taking NBFC. It is a subsidiary of Mahindra and Mahindra Limited, one of
India’s leading tractor and utility vehicle manufacturers. MMFSL has its corporate office in
Mumbai, and its operation is focused in rural and semi-urban areas. M&M had around a 52.16%
shareholding in MMFSL as of 31 March 2021. It is listed on the NSE and BSE. MMFSL has
subsidiaries that are into insurance broking, rural housing finance and asset management, among
others.
It is primarily in the business of financing the purchase of new and pre-owned auto and utility
vehicles, tractors, cars, commercial vehicles, construction equipment and SME financing. It has
1388 offices covering 27 states and 7 union territories in India, with over 6.85 million vehicle
finance customer contracts since inception, as of 31 March 2021.

KEY FINANCIAL INDICATORS (CONSOLIDATED)
Key Financial Indicators Units FY20 FY21

Result Type Audited Audited

Loan Assets Rs in Crs 72,864 67,076

Total Income Rs in Crs 11,996 12,170

PAT Rs in Crs 1,086 780

Networth Rs in Crs 11,969 15,776

CRAR* % 19.60% 26.0%

GNPA* % 8.44% 8.96%

NNPA* % 5.98% 3.97%
*Standalone

NON-COOPERATION WITH PREVIOUS CREDIT RATING AGENCY IF ANY : NA

RATING HISTORY FOR THE PREVIOUS THREE YEARS [including withdrawal and
suspended]
Instrument Current Rating ( 2021) Rating History

Tenure Amount
(Rs.Crs.) Rating 02 Jun 2020 30 May 19 30 May 18 12 Jun 17

NCD
(Sub Debt)

Long
Term 2200 BWR AAA

(Stable)
BWR AAA

(Stable)
BWR AAA

(Stable)
BWR AAA

(Stable)
BWR AAA

(Stable)

Total 2200 Rs. Two Thousand Two Hundred Crs. Only
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COMPLEXITY LEVELS OF THE INSTRUMENTS
For more information, visit www.brickworkratings.com/download/ComplexityLevels.pdf

Hyperlink/Reference to applicable Criteria
● General Criteria
● Approach to Financial Ratios
● Banks & Financial Institutions

Analytical Contacts

Miloni Doshi
Rating Analyst
+91 9892200024
miloni.d@brickworkratings.com

Ramya Muraledharan
Director - Ratings
+91 22 6745 6660
ramya.m@brickworkratings.com

1-860-425-2742 I media@brickworkratings.com

Mahindra and Mahindra Financial Services Limited
ANNEXURE I

DETAILS OF NCDs OUTSTANDING

Instrument Issue Date Outstanding
Amount (Rs. Crs.)

Coupon
Rate

Maturity
Date

ISIN Particulars

NCD
Sub Debt

24-Jul-17 50.00 7.75% 24-Jul-24 INE774D08MH1

24-Jul-17 9.32 7.85% 24-Jul-24 INE774D08MI9

24-Jul-17 0.22 7.90% 24-Jul-27 INE774D08MJ7

24-Jul-17 447.02 8.00% 24-Jul-27 INE774D08MK5

24-Jul-17 1.12 7.95% 24-Jul-32 INE774D08ML3

24-Jul-17 642.84 8.05% 24-Jul-32 INE774D08MM1

28-Aug-14 10 9.60% 28-Aug-24 INE774D08LH3

03-Sep-14 5 9.60% 03-Sep-24 INE774D08LI1

Total 1,165.53

Total Rs. One Thousand One Hundred Sixty Five Crores and Fifty Three Lakhs Only.
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Out of the overall NCDs of Rs  2,200 Crs rated by BWR, NCDs of Rs 1,034.48 Crs are yet
to be issued.

ANNEXURE II
DETAILS OF NCDs REDEEMED

Instrument Issue Date Amount
Rs. Crs.

Coupon Rate Maturity
Date

ISIN Particulars

NCD
Sub Debt

10-Nov-09 25 9.85% 11-Nov-19 INE774D08JR6

20-Nov-09 75 9.85% 20-Nov-19 INE774D08JS4

26-Nov-10 200 9.80% 25-Jan-21 INE774D08KV6

Total 300

Total Rs. Three Hundred Crores Only/-

ANNEXURE III
List of Entities Consolidated

Name of Entity % ownership Extent of
consolidation

Rationale for
consolidation

Mahindra Insurance Brokers Limited 80% 80% Subsidiary

Mahindra Rural Housing Finance Limited 98.43% 98.43% Subsidiary

Mahindra Asset Management Company Private
Limited

51% 51% Subsidiary

Mahindra Trustee Company Private Limited 51% 51% Subsidiary

Mahindra & Mahindra Financial Services
Limited Employees’ Stock Option Trust

- Full Subsidiary

Mahindra Rural Housing Finance Limited
Employee Welfare Trust

- Full Subsidiary

Mahindra Finance CSR Foundation - Full Subsidiary

Mahindra Finance USA LLC 49% 49% Subsidiary

Ideal Finance Limited 38.20% 38.20% Subsidiary
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For print and digital media The Rating Rationale is sent to you for the sole purpose of dissemination through your
print, digital or electronic media. While it may be used by you acknowledging credit to BWR, please do not change
the wordings in the rationale to avoid conveying a meaning different from what was intended by BWR. BWR alone
has the sole right of sharing (both direct and indirect) its rationales for consideration or otherwise through any print
or electronic or digital media.

About Brickwork Ratings : Brickwork Ratings (BWR), a Securities and Exchange Board of India [SEBI]
registered Credit Rating Agency and accredited by Reserve Bank of India [RBI], offers credit ratings of Bank Loan,
Non- convertible / convertible / partially convertible debentures and other capital market instruments and bonds,
Commercial Paper, perpetual bonds, asset-backed and mortgage-backed securities, partial guarantees and other
structured / credit enhanced debt instruments, Security Receipts, Securitisation Products, Municipal Bonds, etc.
BWR has rated over 11,400 medium and large corporates and financial institutions’ instruments. BWR has also
rated NGOs, Educational Institutions, Hospitals, Real Estate Developers, Urban Local Bodies and Municipal
Corporations. BWR has Canara Bank, a leading public sector bank, as one of the promoters and strategic partner.
BWR has its corporate office in Bengaluru and a country-wide presence with its offices in Ahmedabad, Chandigarh,
Chennai, Hyderabad, Kolkata, Mumbai and New Delhi along with representatives in 150+ locations.

DISCLAIMER : Brickwork Ratings India Pvt. Ltd. (BWR), a Securities and Exchange Board of India [SEBI]
registered Credit Rating Agency and accredited by the Reserve Bank of India [RBI], offers credit ratings of Bank
Loan facilities, Non- convertible / convertible / partially convertible debentures and other capital market instruments
and bonds, Commercial Paper, perpetual bonds, asset-backed and mortgage-backed securities, partial guarantees and
other structured / credit enhanced debt instruments, Security Receipts, Securitisation Products, Municipal Bonds,
etc. [hereafter referred to as “Instruments”]. BWR also rates NGOs, Educational Institutions, Hospitals, Real Estate
Developers, Urban Local Bodies and Municipal Corporations.

BWR wishes to inform all persons who may come across Rating Rationales and Rating Reports provided by BWR
that the ratings assigned by BWR are based on information obtained from the issuer of the instrument and other
reliable sources, which in BWR’s best judgement are considered reliable. The Rating Rationale / Rating Report &
other rating communications are intended for the jurisdiction of India only. The reports should not be the sole or
primary basis for any investment decision within the meaning of any law or regulation (including the laws and
regulations applicable in Europe and also the USA).

BWR also wishes to inform that access or use of the said documents does not create a client relationship between the
user and BWR.

The ratings assigned by BWR are only an expression of BWR’s opinion on the entity / instrument and should not in
any manner be construed as being a recommendation to either purchase, hold or sell the instrument.

BWR also wishes to abundantly clarify that these ratings are not to be considered as an investment advice in any
jurisdiction nor are they to be used as a basis for or as an alternative to independent financial advice and judgement
obtained from the user’s financial advisors. BWR shall not be liable to any losses incurred by the users of these
Rating Rationales, Rating Reports or its contents. BWR reserves the right to vary, modify, suspend or withdraw the
ratings at any time without assigning reasons for the same.

BWR’s ratings reflect BWR’s opinion on the day the ratings are published and are not reflective of factual
circumstances that may have arisen on a later date. BWR is not obliged to update its opinion based on any public
notification, in any form or format although BWR may disseminate its opinion and analysis when deemed fit.

Neither BWR nor its affiliates, third party providers, as well as the directors, officers, shareholders, employees or
agents (collectively, “BWR Party”) guarantee the accuracy, completeness or adequacy of the Ratings, and no BWR
Party shall have any liability for any errors, omissions, or interruptions therein, regardless of the cause, or for the
results obtained from the use of any part of the Rating Rationales or Rating Reports. Each BWR Party disclaims all
express or implied warranties, including, but not limited to, any warranties of merchantability, suitability or fitness
for a particular purpose or use. In no event shall any BWR Party be liable to any one for any direct, indirect,
incidental, exemplary, compensatory, punitive, special or consequential damages, costs, expenses, legal fees, or
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losses (including, without limitation, lost income or lost profits and opportunity costs) in connection with any use of
any part of the Rating Rationales and/or Rating Reports even if advised of the possibility of such damages.
However, BWR or its associates may have other commercial transactions with the company/entity. BWR and its
affiliates do not act as a fiduciary.

BWR keeps certain activities of its business units separate from each other in order to preserve the independence and
objectivity of the respective activity. As a result, certain business units of BWR may have information that is not
available to other BWR business units. BWR has established policies and procedures to maintain the confidentiality
of certain non-public information received in connection with each analytical process.

BWR clarifies that it may have been paid a fee by the issuers or underwriters of the instruments, facilities, securities
etc., or from obligors. BWR’s public ratings and analysis are made available on its web site,
www.brickworkratings.com. More detailed information may be provided for a fee. BWR’s rating criteria are also
generally made available without charge on BWR’s website.

This disclaimer forms an integral part of the Ratings Rationales / Rating Reports or other press releases, advisories,
communications issued by BWR and circulation of the ratings without this disclaimer is prohibited.

BWR is bound by the Code of Conduct for Credit Rating Agencies issued by the Securities and Exchange Board of
India and is governed by the applicable regulations issued by the Securities and Exchange Board of India as
amended from time to time.
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